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THE COMPTROLLE*R ENERAL
00DUCIUION or TH4E UNITMO UTATUE

I4v WA UHI NO TON. D. . 208 

FILE: B-192334 DATE: Sepzember ;28, 1978

MATTER OF: James Chastrat - Payment of Incentive Award

DIGEST: 1. Employer may be given incentive award under
5 U.S.C. Ii 4501 et sot, (1976) for coutribu-
tion to "efficlrncy, economy, or other improve-
went of Guvernnent'operations," or for "special
act or service in the public interest" in con-
nection with his employment, 5 U.S.C. I 4503;
I Esloyee achievement which results in. sav:Ing
to his agency but not to Governmcnt5(becausm
other agencies' expenditures increase as a
resu lt is not contributiors to economyaof
Government b;¶t may be contribution to efficiency
or improved 6paxetions, or icay be special act
or serv'.ce warranting award if agency bead et,

2. Civil Service Commission opt;ona. - guidelines
i ~~~~~~~for incentive awards programi-,utI~oriz d'by 
1 5 ~~~~~~~U.S.C. S 4501 et-sea. (1976) prvd o ete-

mination of amount of award baised on tanpible benefit
to Ccvernrent. Agency choosliig to follow guidalines
may not compute award based on tangible benefit
where benefit is to agency but not to Government
as a whole (because other agencies' expenditures
correspondingly increase). 4jency may follow
Intangible benefits guidelines or any system of
its own consistent with law and regulations.

An authorized certifying offtier of the Small Business Administra-
tior (SMA), requests our decision concerning the propriety of certify-
ing for payment a voucher for $3,805- representirn an incentive
award to an employee.

The proposed recipient of the award, Mr. James Chistnut, a
Business Development Specialist for the SBA, questioned the method
the Defense Fuel Supply Center (DFSC) and Defense Logistics Agency
(DLA) were using in computing the amount they would pay for fuel
oil under Small Business Act set-aaide contracts. According to the
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submianion, Hr. Chestnut was ible to convince those agencies that
their basis for computation of weighted average cost was unfair
to small business contractors and those agencies agreed V0 p'ay
a higher price for the oil supplied. As a result, SDA willosave
approximately $2.7 million, whfch would have had to be cacpended
as Business Developmenr Expense. The money saved by SBA, h0'ev^r,
will ie paid to the small business contractors by DFSC snd . A,

The agency ncentive awards officer found that Hr.. Cn~atn.it
was eligible for an award of $3,805, based on the saving to SEA
of $2.7 million. Bezau3e of some doubt about whether the award
is proper under the Government Employee's Incentive Awards Progcam
end governing regulations, the question has been submitted totus.

Payment of incentive awards is governed by 5 U.S.C. If 4501
et Sg. (1976). Section 4503 of title 5, United States Code, pro-
vides in pertirent part, as follows:

"The head of an agency may pay a cash award
to, and incur necessary expense for the honorary
recognItion of, an employee who--

"(1) by hts suggeatiol, invention,
superior accomplishment, or cther personal
effort contribute. to the efficiency, economy,
or other improvement of Oovernmerr operations;
or

"(2) performs a special act or service in
the public interest in connection with or re-
lated to.his official employment.

Cash awards under section 4503 by the head of an agency may
not exceed $5,000. 5 U.S.C. I 4502(a). Th. Civil Service Commission
(CSC) is given authority to prescribe reguiatiohs and instructions
for the incentive award programs ir the various Federal agencies.
5 U.S.C. 1 4506.

Under CSC regulations, agencies have been given optional
guidelines to follow in establishing the amount of awards. One
such guideline is a distinction between achievements which yield
tangible benefits to the Covernment and those which yield intangible
benefits. Although these guidelines are optional and agency heads
may establish different categories or scales, provided they meet
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the requirements of law and regulation,1SlNA'has apparently fol-
lowed the CSCtguideline applicable to cargible benefits in arriv-
ing at the amaount of the award proposed tu be ginen to Mr. Chestnut.
Under that guideline (7PM 5 451.3-3(d)), awards for tangible '
bWnefits of $100,001 or more may be based onea formula of $1,200
for the first $100,000 and $5 for each aduitianal $5,000. Applica-
tion of that formula to a tangiole benefit of $2.7 million yields
an wau d of $3,805, the amount. on the voucher here presented for
certification.

This situatibn 'resents two questfons. First, may any
incentive award be made where the saving to SEA corresponds to
additional costs eleewhere'in the Government? Second, assumirng
that an award is nroper, is it proper to ccmpute its amount based
on a tangible benefit to SEA of $2.7 million?

Awards may be riven to an employee for aehievemsiita which
result in no measurable savitg to the Government as a whole. As
the Associate Generrit Counsel, SMA, points out, Mr. Cheitnut'a
suggestion may be regarded as having contributed to the:efficiency
or improvement of Government operations'br aswaBspbtial act or
:ervce 'In the public interest:in connection with his employment.
Sea 5 !'S.C. i 4503, 3tupra. It is for the head of the agency (or
his delegate) to determine whether an award Is justified in a
particular case Contributlons to the efficiency or improvement
of operations do not necessarily have to save money. Similarly,
an employee ay be given an award for exemplary performance of
hi f\duties withbut regard to'fWhether any economy results. There-
appenrs to'be tifh uctienr eviditn'e In the record to 'support a fihd-
ing by the 5MBAthatHr. Chelianut' *ction h'a triproved Government
operations by achieving a more accurate allocation of couts of tha
small business ser-aida program. Hence we believe that SEA in its
discretion may make an award co Mr. Chestnut under 5 U.S.C. Y 4503.

With regard to the amount of the award, applicabili'y and
interpretation of the CSC guidelines is, at leat in tile first
instance, a muatter for the Commission. However, we do's not believe
that the $2.7 million saving to SMA should be regarded'as a tangible
benefit, within the meaning of thu Civil Service oui4elines in this
instance since, admittedly, that amount 13 not saved by the Govern-
ment.

An earlier version of the incentive awards statute, 5 U.S.C.
1 1151 et all. '1952) referrad to awards based on suggestions
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ranultiijg in Improvements or economy in the operation. of the
employee's department. The charge from "department" to "Govern-
ment" does not alone resolve the question whether increaced costs
to one agency may be ignored in computing tangible benefits to
another. The change in the statutory language was apparently
intended to alltc awards on the behia of Government wide savings
and of esaing. in an agency other than' the one *mploying the
winner of the award. See letter from Chairman, Civil Service
Commission, to Chairman, Senate, Post Office and'Civil Service
Coxmittae, reprintgdlin I. Rep. No. 1292, 83rd Cong., U.S. Code
CoA,[. &.Adm. News 3835 (1954), Thus, while the legislative history
of the incentive awards statute supports the general conclusion
that effects on more thaso one kge.icy of a auggj(stion should be
taken into account, it ..annot be said to resolve definitively the
qAstion, which vaa apparently not Epecifically cniisidered,
whether Govcrnment-wide costs should be balanced agiainst Government-
wide savings.

CSC regulations and guid'alines do ant directly nddress this
issue. However, they do czak-i it clear that, at least within an
agency, tangible benefit io to be based on tha9hat monetary
benefit to the agency (?PM 451.3-3b(1)(b). Moreover9 CSC regula-
tions provide that in the case of "an employee C&Ckievemont benefit-
ing more than one agency, the Cummission will upon request deter-
-ine the amount of a tangible benefits award, based an the total
Interagency net ra2Burable benefits. FPM 451.3-9a(2).

iUnder the foregoing-authorities, it'ie clear that costs
associated with an employee achievement are to be' taken into
account, at least when they occur within the agency or agencies
receiving a tangibla benefit. It wcAild be anomalous, in our view,
not to do the same n.. the circumstances of this case, merely
because the costs:oocur in an agency not raceiviAg _benefit.
To take Government-wide costs into account is consistent with Lhs
longuage of 5 U.S.C. 5 4503(1), supra, which speaks of awards for
contributions to the economy of "Goverruent operations."

Accordingly, assuming that SBA intends to follow the CSC
guidelines which distinguish between tangible and ±ntangible
beufi'fits, It should determine whether there has been any tangible
benefit to 'the agency or the Government, other than the $2.7
million. if not, SBA "ly base the amount of the award on a
finding that an intac le benefit exists and may of course
follow the CSC guidelines for determining the amount of awards
for intangible benefits.
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fbecause the.voucher amount has been computed ased':. the
assumption of a tangible benefit of $2.7 million, it way not be
certified for piy'ent. However, thin decision "a not to be
construed an limiting in any way the Adminietrator's dscretIor
to make ascash award to Hr. Chestnut In any amount up to $5,,OO
an his deteruination, consistent with the requirements of law
end regulations, that such an award in juntified.

Acting Comrtrolt rf %e
of the United Statas
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